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Pursuant to Arizona Administrative Code R14-2-1812(A), Arizona Public Service Company
(Aps or Company) is required to f ile an annual report detailing its compliance with the
Renewable Energy Standard (RES) rules:

Beginning April 1, 2007, and every April 15' thereafter, each Affected Utility
shall file with Docket Control a report that describes its compliance with the
requirements of these rules for the previous calendar year.... The Affected
Utility shall also transmit to the Director of the Utilities Division an electronic
copy of this report that is suitable for posting on the Commission's website.

Attached please find the Company's 2017 RES Compliance Report. An electronic copy of
the RES Compliance Report will also be provided to Staff 's Utilities Division Director.
Competitively confidential information contained in the Report and native Excel files will be
submitted to Staff separately pursuant to an executed Protective Agreement.

If you have any questions, please contact me at (602) 250-3341.

Sincerely,

Kerri A. Carnes

KC/ks
Enclosures

c : Elijah Abinah (via e-mail with file for publication)
James Armstrong
Barbara Keene
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Renewable energy resources installed in APS's service territory produced 3,621,537
MWh in 2017, which includes energy from rooftop solar installations for which an
incentive was not provided. This is equivalent to nearly 12.9 percent of APS's 2017
retail sales. APS's renewable energy portfolio and compliance with the Renewable
Energy Standard (RES) are discussed below.

\

1. 2017 Renewable Energy Standard (RES) Results

A. Compliance with RES Requirements

The Arizona Corporation Commission (Commission) requires through the Renewable
Energy Standard and Tariff Rules (RES Rules) that 7.0 percent of the utility's 2017
retail kilowatt-hour (kph) sales come from eligible renewable energy resources.' In
2017, the Company's total RES resources were 2,905,708 Mwh, which is 10.4
percent of APS's total 2017 retail sales. The RES Rules further mandate that 30
percent of an affected utility's total requirement be fulfilled with energy produced
from Distributed Energy (DE) sources, one-half of which may come from residential
applications and the remaining one-half from non-residential, non-utility applications.
Although APS requested and received a waiver from the residential DG requirement,
APS met all RES compliance requirements In 2017.

Under the RES Rules, compliance to the RES is measured using Renewable Energy
Credits (REcs). For the purposes of RES compliance tracking, a REC is defined as the
environmental attributes associated with a kph of energy derived from eligible
renewable resources or the kph equivalent of conventional resources displaced by
distributed resources; however, throughout the Compliance Report APS discloses its
production in megawatt-hours (mwh).2

The table below represents APS's 2017 performance vs. RES Requirements. A more
detailed summary of APS's 2017 compliance is shown in Table la (see page 2). Table
l b (see page 3) illustrates total RES resources on the APS system at the end of
2017.

Metric %Category
Compliance

Measure (Mwh)

RES Resources

(Mwh)l

%of

RequirementIl

30% 132.8%588, 206 781,336

50% 101.2%297680294, 103

50% 164.5%483,655294,103

Distributed Energy

RES Requirement

Residential DE

Requirement

NonResidential DE

Requirement

% RES

Requirement

% of DE

Requirement

% of DE

Requirement

I A.A.c. R 142-1801
2 A.A.C. R 14-2-1805D
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Compliance Report - Energy

Table la - 2017 Compliance Summary

°'!
RES Resources (l4Wh or

Equlvalent)
Compliance

Measure (Mwh)
28009805

Metric
AGUGIMWPI Salts for 2017|

s,e4s,42o
2,9051708

(I)
U)

Category
Retail Sales
Prior year carrying balance'

2017 Total RES Resources [From (H) h Table lb]

7.0%
30%

1960686
sao 206

96 al Retail Sales
as al RES Requirement

294 103
294103

50%
50%

96 of OE Requirement
9691 Of Requirement

(K)

( l )
Ir1)

297680

483655
1 179351

2017 Total RES Requéfenznt
DE Requurernenl

DE SubRequirements:
Resndenllal DE
NonResMenlaI DE

NonDE Target

(N)11960,686Resources Used for 2017 Conveyance ( K + L + M )

6,191,441 (0)£ M 2017 clrrylng balance ( I + J N )

notes  to Table l a :

'The Resengnme resource urrymq balance vs acroumea lot ustnq FindlnFlrslOut (FIFO) methodology wherein the enuve cluymq balance vs applied m the RES
requuremem and me yearend curymg balance consists of current year nemauunq resources.

B. Installed Resources

An overview of APS's total installed portfolio as of the end of 2017 is provided in Table
1 b. The table includes projects installed to-date from prior calendar years, accounting
adjustments for RES eligibility standards, including the subtraction of Green Choice
sales, the expected production (annualized) from installed DE systems, a multiplier
applied to in-state solar installations completed by end of year 2005, and Renewable
Generation Resources.3

1. Renewable Generation Resources

The Company's portfolio of Renewable Generation (RG) energy encompasses grid-scale
renewable resources."

3 Per A.A.C. R 142l801R and Decision No. 72737. Wholesale Distributed Generation includes utilityowned and
non-utility owners of eligible renewable energy resources interconnected at 69kV or lower.
4 APS defines Renewable Generation as renewable resources interconnected on the utility side of the meter.
Renewable Generation resources are generally gridscale projects and apply to the RES total production
requirement.
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Compliance Report - Energy

Table lb 2017 Renewable Resources l
I
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2017 Associated Revenue and Costs11.

i

A. Renewable Energy Standard Adjustment Charge (REAC~1)

i

l

l

i

1

Revenues allocated to offset authorized program expenses are collected through both
the Renewable Energy Standard Adjustment Charge (REAC-1) and base rates.5
REAC-1 collects funds for RES programs based on a per kph charge and associated
caps and averages as shown in the table below. Accrued revenue collected in a prior
year may be designated to offset expenses in the current year.

i

1. 2017 RES Adjustment Schedule REAC-1 (effective August 19, 2017)

XS
merclal Commercialw t  l l l l ' l i

n ustrlal
>3,000 kw)

Xs/small Medium
Commercial

to kw) (21-100kw) (101-400 kw)

La
Com
(401

k
gI i

$0.010694/kwh$/kwh

$534.70$158.88 $3,475.00$267.35Cap

l

i

l

l

i

l

l

l

i
l$464.22 $3,475.00$224.66Average

$44.65
Mlnlrrum
Charge

$8.93
Minimum
Charge

i
l

l

li
I
I

s Per Decision Nos. 76295 and 76312.
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Table 2a:

2017 RES Associated Revenues and Costs - As of December 31, 2017

Funds Available (Revenues)

s

System Benefit Charge (SBC) Revenue' $

Renewable Energy Standard (RES) Revenue & Others

Subtotal 2017Collections

6,000,000

103,502,897

109,502,897

2016 Committed Accrual for Solar Water Heaters'

Prior Years Collected and Unallocated Funds*

Balance of Funds Avallable as of December 31, 2016

5,873

10,996,785

11002,658

Total: Available Revenue

I Expenses (Costs)

s
s

Energy/Incentives

Renewable Generation Purchased Power
Paid Distributed Energy Incentives'

Comrrltted Distributed Energy Incentives °
Subtotal: Energy and Incentives $

46,763,458
33,556,867

5,166

80,325,491

NonEnergy Costs

Adninlstration & lrrplementatbn
Research, Cormerclalization 81 Integration

Custormr Outreach and Awareness Programs

Subtotal: NonEnergy Costs $

8,843,127
170,972

46939

9,061,038

s

s

s
s

APS Owned Program Costs

Flagstaff CPP Revenue Requirerrent

AZ Sun Revenue Requirement

Schools and Governrrent Revenue Requirerrent

Subtotal: APS Owned Program Costs

104,453

23,825,094

3,028, 136

26,957,682

Total: Expenses

Balance as of Decenber 31, 2017 $ 4,161,344

Notes to Table 2a:

\ Collected from base rates.

z Collected as part of the envlronnental surcharge and other miscellaneous 2017 program related receipts.
a Balance of upfront incentives resewatlons for solar water heaters Issued but not yet paid as of yearend 2016.

4 Includes $8.2M used to offset the 2017 RES budget In accordance with Decision No. 76312 ( August 23,2017).
s Incentives billed in 2017.
6 Balance of upfront incentive resewatlons for solar water heaters Issued and paid at yearend.
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B. Resource Costs

Pursuant to A.A.C. R-14-2-1812(b)(5), APS is required to report any above-market,
utility-scale power purchase expenditures as well as cash incentive payments by
technology. Actual costs are competitively confidential and have been redacted, but
will be provided to Commission Staff pursuant to a protective agreement in this
matter. Table 2b reflects actual 2017 expenses for projects reaching commercial
operation in prior years and at contracted market pricing at the time of commercial
acceptance.°

Table 2b - RES Resource Costs 1 .

2017 assAnribunuu ine'gy Costs (Above Market utility Scale)

MWhMW

conremxvnv confmsumr .  1

res Cost
(5/MWh)' Total RES Cost'

m s cost
i s / m wi 'Technology

801745
77261
38610
73082

145120

723.966

289
14

6
10

Sc

2so

Wand
Biomass l

Lundlll Gas
Geolhemal

Sola! PV PPA 4

Solar CSP

s 441246005 Il2o11.nssA¢m»u¢3ITEnugyE2§» (Au°ve.»4¢ru¢¢ umung Scale) l

1l
mum co T ibl t Cb.
Inches may 2017 program our zosma vncuned under new ala legacy pvopcls vnlhl l l  the RES cudgel  end is not cnmpevebh lo A

leveind cost a l  energy.

. ledaaed ave ro the comueluvery conlnenlnl  nelure Er the nnlormdnon.

lnchrdes gross qeneuuon. and does pal  adel  lov Wnalesale Ne elocel lcm.

Duo not include Purchase Power Agreements ham OvslnMned Enemy sources

Table ac - RES Cash Incentive Costs

Distributed Energy Production Based Incentive Program costs for Systems Fold In 2017

ProductionBased Incentives

(S/MW)
118222s

(S/Mwl\) I
81

21
142

s
s
s
s

Total Incentives paid
( $ )

26311,742

121101

568936
2 7 0 0 / 7 7 9

o w

223

WA

WA
223

Solar Electric

Solar Water Heating

Solar HVAC
Subtotal: Fvoduction 8as¢d Incent ives

lawn*

323838

s e e 7

4 0 0 1
333507

notes ro Tablaac:
Includes energy insUred in ceknder our 2017 (estimeled annual system offset).

*liell1 cts 2017 incentive dole" divided by enncieled mph.

s  In vo ice  co s ts  d o  n o t in c lu d e  a sso c ia te d  sys te m  in te g r a tio n  co s ts  fo r  th e se  r e so u r ce s .
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c. Residential and Non~Residential Incentive Program

Consistent with prior Commission decisions, APS offered no incentives in 2017.

D. Green Choice Rate Program

The Commission authorized APS to extend its Green Choice Program and the three
associated Green Power Rate Schedules GPS-1, GPS-2, and GPS-3. In 2017, 1,383
customers subscribed to these rates for 22,608 MWh of sales and gross revenue of
$230,600.

In 2017, Green Choice block and percentage options were Green-e Energy Certified,
and met the environmental and consumer protection standards set forth by the
nonprofit Center for Resource Solutions. The renewable energy sources used in the
APS Green Choice Program were: Biogas/Landfill Gas 3°/o, Biomass 11%, and Wind
86°/o.

!
n E. Solar Water Heater Study

i
l

\

Per Decision No. 74949, APS invested approximately $10,000 in Solar Water Heater
(SWH) research and development to commission a study on the effects of SWH use
relative to peak demand. By the end of January 2016, APS had installed SWH kits on
eight homes in the study and began a subsequent 12-month data collection period in
February 2016. Information was collected by tracking real usage data via the
Sunnovations Ohm meter device, which can be installed on an existing solar water
heater to track the solar energy usage versus traditional electric water heater usage.

The SWH study showed an overall energy and cost savings to customers who
installed SWH systems. Customers who were able to shift water heating load to the
window which occurs between 10 a.m. and 5 p.m. are those who were able to
receive the greatest possible benefit (which minimizes the amount of operation of
the backup electric generator). The study revealed that typical hot water usage
aligns with morning and evening peak Windows when customers are at home and
demand is high on the system outside of the "solar peak". For the eight systems
studied, the demand savings to the SWH customer was less than 1 kW on average
with energy usage savings of approximately 1,000 kph, resulting in savings of just
over $100 per year. Due to the size sample studied (8 systems), care should be
taken in extrapolating these findings, which may not be representative of savings
seen by an average APS customer.

F. Voluntary Solar Contribution Program

Per Decision No. 74823, the Commission authorized the Voluntary Solar Contribution
Program (Solar Assist) and required APS provide a progress report on October 1,
2017 and provide an update in future annual RES Compliance Report filings, as
necessary.

No contributions have been made to the Solar Assist Program since the first quarter
of 2016. The program had a balance of $259.71 on December 31, 2017. On October
11, 2017, APS filed a motion with the ACC to discontinue this program.

7 I



G. APS Solar Communities

No solar installations occurred under this program in 2017. The Independent Monitor
Letter associated with this program can be found in Appendix A.

111. Additional Reporting

Decision No. 72022 required APS to list cases within the previous three
calendar years where APS has received damages or other considerations as a
result of non-compliance related to RES contracts. No additional damages or
other considerations were realized in 2017 as a result of non-compliance
related to RES contracts. Please see APS's 2016 RES Compliance Report for
any damages received in 2016 and 2015.

Decision No. 71958 required APS to file in its annual REST reports, in the
confidential materials provided to Staff, specific data associated with APS's
Bagdad Solar Agreement. APS has provided this information to Commission
Staff pursuant to a Protective Agreement executed in the matter.

Decision No. 71646 required APS to provide Community Power Project -
Flagstaff Pilot progress reports with its annual compliance report. APS
completed the final installations associated with the Community Power Project
in 2012. Updates on production and associated costs in 2017 for the Flagstaff
Community Power Project can be found in Tables lb and 2a. Per Decision No.
76295, the revenue requirement of the Community Power Project was
transferred from the REAC into base rates in 2017.
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A:Appendix Independent Monitor Letter

MERRIMACK ENERGY GRoup, INC

December 13. 2017

Maggie Gibbs

Program Consultant

APS Customer Technology

Arizona Public Service Company

400 N. 5"' Street, Mail Station 9649
Phoenix. As 850043902

Rc: Certification Letter of Merrimack Fnergy (group Inc. as Independent Monitor Ion

Arizona Public Scrviec Company's ("APS")2017 Request tr Proposals ("Rl'P") hr the

APS Solar Communities program

Dear Ms. (iibbs:

Merrimack Energy Group, Inc. ("Merrimack lnergy") has served as Independent

Monitor lor APSis 2017 Request for Proposals (RFP) for the APS Solar Communities
program. Thc APS Solar Communities program is intended lo expand access lo rooftop

so lar fo r lower and moderateincome customers al APS. ad will be available fo r

customers throughout APS's service territo ry. Through this RFP. APS is seeking

qualified third-party Contractors/Suppliers to install systems that are interconnected on

the utility side o f the meter br eligible customers. APS will deploy utilitymvned
photovoltaic solar generation projects connected to the distribution system. Participating

customers will receive a lived monthly payment br participating in the program. APS

will own all al the generation assets. as well as the renewable energy credits and other
attributes lrom this program. The Arizona Corporation Commission ("A((") approved

the program for a 3year period on August 15, 2017.

Residential limited and moderate-income customers whose homes meet teelmical criteria

such as roof structure loadcarrying capability, and roof orientation will be eligible to
have PV Facilities installed (kW. kw o r kw as defined in the speeilieations). The

Companys customers must meet other basic program requirements to be eligible to

participate in the project. including (I) limited income defined as a household with
income at or below 200% of the federal poverty level and (2) moderate income defined
as a household earning less than l 00% of the median Arizona household income.

Services to be provided by Contractors/Suppliers selected lOt the program Vin the Rl"1)

shall include the Tull and complete engineering. design, permitting. installation.

commissioning. and operations and maintenance services as well as  a ll other
requirements for residential photovoltaic facilities which arc listed in the Scope of

Services for Contractors/Suppliers.

Merrimack lnergys role as lM covered the entire solicitation process and continued
through the final selection of the Contractors/Suppliers chosen to participate in this

program. APS invited twelve local suppliers to submit proposals. Three suppliers did loot

QS sulwWkv i5iAc£
cnAm.Gslnwn. MAs9Ar:nus£ r ts O2 I ?9

TMLEPMONFZ /81 ass OOO7
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submit a proposal. Of the nine suppliers who did submit a proposal, tour suppliers were
classified as "red" due lo their failure to subscribe lo lSNet\vorld, a thirdparty safety
assessment system utilized by APS, which was a minimum threshold required in the REP.
Ultimately, live suppliers were selected and awarded n contract.

The role of the IM in this competitive procurement process was to ensure that APSis
solic i tation of APS Solar Communities program resources ("Rl3P Process") was
conducted in a fair, transparent and unbiased manner in accordance with the APS
Renewable Energy Competitive Procurement Procedure ("CPP") dated April 10, 2007, as
well as the procurement provisions of the Arizona Corporation Commissions Resource
Planning and Procurement Rules and Independent Monitor Responsibilities, Arizona
Administrative Code RI4-2-705 and RI42-706. The tasks and services performed by
Merr imack lincrgy are consistent with the requirements of the CPP, the Arizona
Corporation Commission's Resource Planning and Procurement Rules and Scope of
Work of the lM prepared by APS and agreed to and executed by both parties.

Among the tasks included in the IM Scope of Work were (I) review all associated Rlp
documents, response material, bidder Q&A and webbased electronic proposals and
provide feedback to ensure the documents are complete and eoneise. As tr part al tl\is
task, the IM also reviewed and commented on the evaluation criteria and methodology to
be used to evaluate and rank each bid and provided feedback to ensure the evaluation
criteria and methodology was reasonable and consistent for assessing all bids; and (2)
monitor the bid evaluation and selection process eonlirm that proposal information was
appropriately applied, and assure the application of the RFP process complies with the
CPP and Procurement Rules.

As part of the role of the IM, Merrimack Fnergy staff provided comments on the deaR
bidding documents. monitored the pre-bid meeting with prospective bidders. had several
discussions with the project team regarding development of the evaluation criteria and
methodology, and monitored the meetings of the project team to review and evaluate the
proposals from Contractors/Suppliers as pan of the evaluation and selection process, to
ensure all Contractors/Suppliers and proposals were on a level playing field and were
treated fairly and consistently.

Merr imack Energy  cer ti f ies that the 2017 Request for  Proposals br  APS Solar
Communities program solicitation process and proposal evaluation assessment was
eonductcd in a fair, transparent, consistent. comprehensive and unbiased manner by APS.
APS established procedures, rules, and criteria which guided the evaluation and selection
process, and consistently applied such procedures. Furthermore the level oldue diligence
undertaken by APS to arrive at a final evaluation and ranking of proposals was detailed
and thorough and involved a team of analysts with expertise in related functional areas
who reviewed and evaluated the proposals received. As such, all final proposals were
evaluated on a consistent basis using the same criteria and infOrmation requested lion all
Contractors/Suppliers for each proposal. which ensured lairness and consistency in the
solicitation process and led lo the selection of the top ranked Contractors/Suppliers who
will participate in the installation of roollop solar systems Ir eligible customers. The lM

2
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agreed with APS's evaluation and selection of the ComractordSupplicrs chosen for this
initial phase of the program.

414  my Q

Very Truly Yous,

Way Oliver
President
Merrimack Energy Group, Inc.
26 Shipway Place
Charleston. Mass. 02 I29
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